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PROTECTIVE TAXES AND WAGES. 



The discussion of protectionism in the United States con- 
stantly turns upon questions of wages. The question has two 
forms. The employed argue that protective taxes will make 
their wages high. The employers argue that protection is neces- 
sary for them, because they have to pay high wages. Here there 
are two parties, whose interests are as antagonistic as those of 
buyer and seller, who expect to be both favored at the same time 
by protective taxes. 

The protectionist economists do not hesitate to encourage 
both wage-payers and wage-receivers to see their interest in 
protective taxes, and the protective legislator does not shrink 
from the task of satisfying both antagonistic interests by a 
single measure. The employe wants wages high; that is, 
higher than he has been getting, — higher than he could get in 
another country. The legislator promises him that he shall 
have them. This threatens injury to the employer, who wants 
wages low. It will not do to make wages low, however; so the 
statesman promises to produce the same result by making prices 
high. It sounds badly to talk of levying taxes to make prices 
high; so it is affirmed that, after all, protective taxes lower 
prices. Here, then, we have one and the same device, which 
makes wages high and low and prices high and low both at the 
same time. Surely the secret of universal happiness is dis- 
covered, if the buyer can give a low value and the seller get a 
high one, both at the same time. It seems strange, at the first 
look, that any one should so far insult the public intelligence 
as to maintain that employers importune Congress for a measure 
which shall raise wages, and that producers exert themselves to 
get a law passed which shall lower the price of products ; but 
the real wonder is that some men (practical men, too, be it 
observed) actually believe this, and affirm it in good faith. 
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Changes in rates of wages can only be produced by changes 
in the amount of capital distributable in wages, or by changes in 
the number of persons competing for wages. If it is alleged 
that any measure will raise wages, it must appear, upon analysis, 
that that measure will act either to increase capital or to lessen 
the number of competing laborers. 

The conditions of industry in the United States, as compared 
with Europe, may be very easily described. In the United States 
a sparse population has not yet fully taken possession of the 
continent, and has not yet taken off the cream of its productive- 
ness. It is not even necessary here to pursue painstaking 
industry : superficial industry pays better. It is not necessary 
to employ much capital in tilling the ground. No skill and 
little division of labor are required in agriculture. It follows 
that every man who has but a pair of strong arms and a 
minimum of capital can win from a cheap, abundant, and fertile 
soil, by a little labor, a far greater return than he could, under 
similar conditions, win in Europe. The great mass of immigra- 
tion is of persons of the unskilled labor class, because the advan- 
tage for them is far greater than for any other class. The ranks 
of the competitors for wages are continually depleted by those 
who go to the land. The minimum below which the wages of 
manual labor can never fall is the grade of comfort which could 
be won from the land. As this comfort is high, the minimum 
of wages is high. Hence the status of the American la- 
borer, as compared with any other laborer, is high, because the 
economic conditions of the country are favorable to the well- 
being of men. 

At this point appears the politician, and denies that we have 
correctly explained the state of things. According to him, it is 
the statesman who has caused all the well-being of the American 
laborer. How ? By taxes ! The immigrants have not come over 
here because the untouched earth here offered to the industrious 
laborer rich reward for his toil. They have not, since they 
came, created their own well-being by using diligently the 
chances which nature offered. According to the statesman, the 
immigrants came because taxes were high here, and they never 
would have been able to prosper, if the statesman had not care- 
fully kept up a system of heavy taxation. 

But this is not all. In the speeches and editorials of the pro- 
tectionists we are constantly told that the American laborer 
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ought not to be reduced to some undefined but low grade of com- 
fort. It is assumed that there is some grade of comfort which is 
due to the dignity and self-respect of the American laborer. The 
politician sees what this grade of comfort is, and, as he has the 
wonder-working genie tax under his control, he just gets for the 
American laborer, by taxing him properly, the suitable grade of 
comfort. According to this view of the matter, the American 
laborer makes up his mind what he wants in this world, and 
serves notice on nature to produce it. If she does not respond, 
the politician arranges it. Certainly the fallacies which sur- 
round this subject are dense and numerous, when men will 
expose themselves to ridicule by such preposterous notions. 

What, then, can taxes do about our welfare ? 

Taxes on immigrants would not raise wages in the United 
States, because, in a nation situated as this is, new-comers will 
go upon the land. They do not add to the competitors in the 
labor market. They open up new land and add to the capital of 
the country. They count as hands to help in the work more 
than they count as mouths to increase consumption. 

If taxes on immigrants could not raise wages, certainly no 
taxes on commodities could do so. Protective taxes aim to keep 
foreign products out of the country, in order to secure the home 
market to the home producers. These taxes, therefore, make 
commodities dear, scarce, and hard to get. But the commodi- 
ties in the country are what constitute the wages of laborers. 
If the amount of these commodities is rendered smaller than it 
might be, how can that raise wages, looking of course not at 
money wages, but at real wages, or the comfort attainable by 
the laborer ? There is no real propriety in discussing wages 
apart from other elements in the comfort of the population. 
Protective taxes lessen the available comfort in the reach of all 
members of society; they curtail the enjoyment which each 
citizen might get out of each hundred dollars of income. If I 
discuss wages as a separate question, I do so only because the 
question has been so raised, not because I concede that the 
laborers have any separate interest which can be, or ought to be, 
discussed by itself. It is pure demagogism to represent it as 
one of the functions of the Government to make wages high, 
or in any way to pet the laboring class. The protective taxes 
press upon all, even upon the protected, who mutually plunder 
each other. The lowering of real wages, by making commod- 
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ities scarcer and dearer, is the way in. which the wages-class are 
subjected to their share of the effects of protective taxes. 

Let us look next at the effect of protective taxes on the alter- 
native open to the laborer to go upon the land. The protected 
interests prey upon each other, but they do it unequally. So 
far, then, the effects of the system are hap-hazard, and they fall 
out as they may. But there must be somewhere an available 
resource to meet the total expense of the system. The expense 
consists of three items : (1) the expense of all the custom-house 
machinery, 'which is kept up to prevent revenue from being col- 
lected, and to establish the barrier which secures the home 
monopoly ; (2) the wages of all the laborers, and the profits on 
all the capital in the protected industries, for, if the protected 
industries would not exist but for the tariff, they cannot pay 
these expenditures; (3) the losses incurred by the protected 
industries. The only resource available to meet these expenses 
is the product of the strong and independent' industries of the 
country. In England the agricultural industries were protected 
at the expense of the manufacturing industries, which were 
there the vigorous and independent ones. The burden fell on 
the manufacturing industries in the shape of taxes on food and 
raw materials. In our case the agricultural industries have 
to support manufactures as parasites. The burden falls on 
agriculture in the shape of enhanced prices for clothing, tools, 
machinery, furniture, blankets, fuel, and transportation. The 
enhanced prices of all the goods for which agricultural products 
are exchanged lower the profit of agriculture. Everything 
which has that effect lowers the value of the laborer's alterna- 
tive, lowers the minimum of wages, lessens the attractiveness 
of the land, throws laborers on the market for wages, and so 
lowers wages. It has been argued that there should be a rule 
or method for protection, and, if there is to be protection, it 
would certainly be a great gain to have it regulated by some 
principle. The proposed rule is to just offset by protective 
taxes the difference in rates of wages between this country and 
Europe. If that rule were carried out the protective taxes 
would just take away from the laborer all that advantage in 
this country which led him or his ancestors to cross the ocean. 
Not even a war could permanently take away from the Ameri- 
can laborer the blessings which nature here offers to him. I 
see only one power which could do it, and that is protective 
taxes, made heavy enough and continued long enough. 
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The fallacy in the notion that protective taxes make wages 
high is the same as the fallacy in the notion that trades- 
unionism makes wages high. Protection and trades-unionism 
act on the same principle. Trades-unionism inculcates negli- 
gence, slackness, and shirking. It teaches the men not to take 
pains, not to try to excel, not to do good work, and the philosophy 
of it is that the men should not try to produce, but should try 
not to produce, on the theory that if things are made scarce and 
dear and hard to get, that makes " work," and so makes wages 
high. If that philosophy were sound, all the classes which con- 
sume but produce nothing — like soldiers, paupers, idle women, 
idle rich, gamblers, criminals, and convicts — would be all the time 
raising wages, and they would lower wages if they should go to 
work, and not only consume but also produce. On the same 
philosophy, the Pittsburg rioters were sound economists when 
they let the city burn down, thinking that it would make work 
and raise wages. The protectionist and the trades-unionist both 
think that wages are increased when things are made scarce and 
hard to get. First they confuse wages with work, and then they 
confuse work with toil, and they think that they have increased 
wages, that is, good things to enjoy, when they have only in- 
creased the toil by which things are obtained. The truth is that 
wages are raised only by industry, thrift, temperance, prudence, 
and economy, producing abundance and increasing capital, not 
by any dark and crafty devices for producing scarcity and bad 
work. 

We may now look at the other notion, — that high wages make 
protective taxes necessary. People who believe this must have 
a queer idea of the economic laws of society. They must think 
that a blessing and a calamity are not to be distinguished from 
each other. The wages paid in any industry are only one of the 
conditions of production, even from the capitalist's standpoint, 
and it may be only one of the least important. If a capitalist 
says that he cannot pay the current rate of wages, the first 
answer that should be made to him is to tell him not to do it 
then, for he must be misapplying his capital in some way or 
other. The market rate of wages is set by the supply and 
demand of labor, and there must be some industries which are 
able to win profits while paying that rate. But when our 
petitioners appear before committees of Congress to ask for pro- 
tection, and allege that they need it because wages are high, when 
has any one of them ever been subjected to an examination to 
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learn whether he understands the business he has engaged in, or 
has an adequate capital, or has faithfully devoted himself to 
business, or has judiciously located his establishment, or has 
bought his raw materials wisely, or has adopted new machinery 
rapidly enough, and yet not too rapidly, or has organized his in- 
dustry with good judgment, and so on indefinitely? Surely 
these inquiries would be to the point, when a man pleads for 
power to tax his fellow-citizens to make up the losses of his 
business. Wages are one of the essential expenses of any busi- 
ness. If it cannot pay wages at the market rate, it is not a 
" business"; it is either a play or a swindle. If it is said, as it 
constantly is, that American industry in general should be pro- 
tected because American wages are high, the decision is made to 
turn on a single point when there are a score of conditions of 
industry which would need to be taken into account. What are the 
facts as regards cost and convenience of raw materials, facilities 
of transportation, cost and quality of machinery, climate as 
affecting industry, character of the people for industry, intelli- 
gence, and sobriety, security of property and order under the 
Government, excellence or otherwise of the tax system ? These 
are the conditions of industry as between nations, not compara- 
tive rates of wages. 

It is constantly assumed that wages and profits displace 
each other, and that the employer can make no profits if he 
pays high wages. The most familiar facts contradict this. 
There is no connection at all to be established between wages 
and profits. They may be both high together, or both low to- 
gether. Indeed, they generally do go together, both high in good 
times, both low in bad times. One may be high, and the other 
low. If the laborers are diligent and effective, the employer 
may easily win greater profits while paying high wages. There- 
fore, if it be a fact that wages are high here, that fact gives 
Tis no ground at all for affirming that protective taxes are 
necessary. 

It is said that we cannot compete with those who pay less 
wages than we. There are two classes of persons with whom 
one cannot compete, — his inferiors and his superiors. A physi- 
cian might find that he could not compete with a laborer in 
digging a ditch, or with a great financier in managing a bank. 
Could any tax enable him to compete with the banker; that 
is, to compete with his superior ? On the contrary, if he should 
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complain that he could not compete with the laborer because 
he could not afford to employ his time in an occupation which 
is less remunerative than his own, every one would ask him why 
then he desired to compete ? Now, could a tax enable him to 
compete with the laborer ? Indeed, it could. It could intervene 
to deprive him of the services of the laborer, and force him to dig 
his own ditch, abandoning a profession in which he could earn ten 
dollars a day to spend his time in an occupation worth only a 
dollar. This last is the only way in which protective taxes 
enable us to compete. They put us in a position such that 
we abandon occupations in which we might earn the high 
American rates, in order to do things which other people would 
do for us at half the price. Lower wages abroad, therefore, 
are not a reason for protective taxes, but just exactly the con- 
trary. Our high wages are a proof that we can better occupy 
our time. They are a proof that we have means of employing 
our capital and labor, which are highly remunerative; and to 
make them an argument for protection is like arguing that a 
rich man needs charity, or a strong man help. 

The competitor whom we always fear the most whenever this 
subject is opened is England. The wages paid in England are 
higher than those paid anywhere else in Europe. If comparative 
rates of wages decide whether one nation can compete with 
another, how does England pay the highest, yet beat them all ? 
If she is able to beat them all because other considerations come 
in, why could not we beat her, at least in our own home-market 
with transportation in our favor, although we pay higher wages, 
because other considerations come in ? If there are any laborers 
in Europe who could, with any justice, be called paupers, they 
are agricultural laborers. Our farmers raise products by labor 
remunerated at American rates, send them across the ocean, pay- 
ing transportation, and beat the pauper laborers in their own 
market. How can this be if the test of possible competition lies 
in comparative rates of wages ? The fact is, that the long lists 
of comparative wages which have been published would not 
have any value at all for this controversy, even if they were 
trustworthy. 

W. G-. Sumner. 



